Objectives. Recent changes in retirement trends and patterns have raised questions about the likely retirement behavior of baby boomers, the large cohort born between 1946 and 1964. This study examined recent changes in retirement expectations and the factors that drove them.
T HE age at which older adults retire affects economic wellbeing in later life and the relative size of the dependent population. By working longer, people can accumulate more Social Security wealth, employer-sponsored pension wealth, and other savings, while reducing the number of years over which their retirement wealth must finance consumption needs. Encouraging older people to work longer would also increase the total production of goods and services, enhancing living standards and raising government revenues that fund services for both the young and old.
Recent changes in retirement trends and patterns have raised questions about the likely retirement behavior of baby boomers, the large cohort born between 1946 and 1964. Average retirement ages for men declined steadily throughout most of the past century, but this trend appears to have ended about 20 years ago and may have now reversed. Many older people now move from full-time work in career jobs to part-time work in jobs that serve as bridges to retirement, rather than leaving the labor force directly from career employment. Because the reasons behind these changes are not well understood, researchers do not know the extent to which boomers will continue the recent trend toward later retirement. Better information is needed on the boomers' retirement expectations to assess how quickly they will leave the labor force and the likely economic and social impact.
This study examined recent changes in retirement expectations and the factors that may have accounted for differences over time. Using nationally representative data from the Health and Retirement Study (HRS), we compared self-reported probabilities of working full time past ages 62 and 65 for 51-to 56-year-old workers in 1992 and 2004. The study modeled retirement expectations for both generations to examine the key factors influencing anticipated labor supply at older ages and then used the estimated regression coefficients to identify the forces that appeared to drive generational differences in retirement expectations.
Consequences of Retirement Decisions
Baby boomers' retirement decisions will have important implications for public and private retirement systems, the economy, and boomers' own financial security. The first of the boomers will reach the Social Security early eligibility age in 2008, and many boomers will leave the labor force in the following decades. In fact, Social Security actuaries predict the number of workers per retiree will decrease from 3.3 to 2.2 over the next 25 years, and the Social Security system will begin to run a deficit in 2017, becoming insolvent by 2040 (Social Security Trustees, 2006) . Medicare already pays more in benefits than it collects in taxes and will deplete its Hospital Insurance trust fund by 2017, according to current projections (Medicare Trustees, 2006) . The same demographic challenges confront the employer-sponsored defined benefit (DB) pension system. The Pension Benefit Guaranty Corporation (2005) estimated that the private defined pension plans it insures are underfunded by $650 billion, and the National Association of State Retirement Administrators (2006) estimated state and local pension plans are underfunded by $337 billion.
The retirement of the baby boomers is also likely to significantly reduce labor force growth. Our calculations from Bureau of Labor Statistics projections (Toosi, 2002) show that the labor force will grow by only 0.7% per year over the next two decades, down from 1.4% per year over the previous 20 years. The slowdown in the average annual growth rate will be even more striking for the prime-age labor force (aged 25 to 54), falling from 2.1% over the past two decades to just 0.3% for the next two decades. Some analysts have suggested that slow labor force growth could result in worker shortages or skill gaps that impede economic progress (Aspen Institute, 2003; Nyce & Schieber, 2005) , although others are skeptical (Cappelli, 2005) .
In addition to economy-wide impacts, the boomers' retirement decisions will affect their own retirement security. Those who delay retirement avoid early retirement reductions to their Social Security and DB pension benefits, accumulate more Social Security and pension credits and other savings, and reduce the number of retirement years that they must fund. By working until age 67 instead of retiring at age 62, for example, a typical worker can gain about $10,000 in annual income at age 75, net of federal income taxes and health insurance premiums (Butrica, Johnson, Smith, & Steuerle, 2005) .
Retirement Trends
Retirement ages declined steadily for men throughout most of the 20th century. In 1870, 84% of men aged 65 and older participated in the labor force (Costa, 1998) . However, the participation rate fell to 46% by 1950 and to 16% in 1990. Participation rates for women aged 65 and older declined only slightly between 1950 and 1990 as the movement of women into the labor force after World War II offset the general trend toward earlier retirement (Toosi, 2002) .
Recent economic, social, and demographic trends suggest that boomers may work longer than the previous generation. Improved health and declines in physical job demands leave older people better able to work today than in the past (National Center for Health Statistics, 2006; Steuerle, Spiro, & Johnson, 1999) . Recent Social Security changes have increased work incentives at older ages. The normal retirement age for full Social Security benefits recently increased from 65 to 66 and will reach 67 for those born after 1959. Delayed retirement credits have been raised to better compensate retirees who take up benefits after the normal retirement age. And Congress repealed the earnings test, which reduces Social Security benefits for employed recipients who earn more than a limited amount, for beneficiaries past the normal retirement age.
Changes in employer-provided pension and retiree health benefits are also likely to encourage boomers to remain at work. Traditional DB pensions, which provide workers with lifetime retirement annuities usually based on years of service and earnings near the end of the career, tend to discourage work at older ages (Stock & Wise, 1990) . They often provide substantial subsidies for early retirement and penalize workers who remain on the job past the plan's normal retirement age, because workers who delay retirement by a month forfeit a month of benefits.
Over the past 30 years, however, employers have been shifting from traditional DB pensions to defined contribution (DC) plans that do not encourage early retirement (Pension and Welfare Benefits Administration, 1998). Employers typically make specified contributions into individual DC accounts that workers access at retirement, generally as lump sum payments. Because contributions continue as long as plan participants remain employed and workers with a given account balance can receive the same lifetime benefit regardless of when they choose to begin collecting, DC plans do not generally penalize work at older ages. As a result, people in DC plans tend to work about 2 years longer than DB participants (Friedberg & Webb, 2005) , and the shift to DC plans should increase older Americans' labor supply.
The erosion in employer-provided retiree health benefits is also likely to limit early retirement. Retiree health insurance, which pays health expenses for early retirees who have not reached the Medicare eligibility age of 65, discourages work by reducing retirement costs that arise from the loss of employer health benefits. Workers offered retiree health benefits by their employers retire earlier than workers who lose their health benefits (Johnson, Davidoff, & Perese, 2003; Rogowski & Karoly, 2000) . However, rising health care costs and the introduction of an accounting rule in 1993 requiring employers to recognize on their balance sheets the full liability of future retiree health costs have led many employers to terminate their retiree health plans. In 2005, only 33% of employers with more than 200 employees offered retiree health benefits, down from 68% in 1988 (Kaiser Family Foundation and Health Research Educational Trust, 2005) .
Perhaps in response to these various trends, older adults are now working longer than they did about 20 years ago. Between 1985 and 2005, the share of men in the labor force increased from 46% to 53% at ages 62 to 64 and from 24% to 34% at ages 65 to 69 (Federal Interagency Forum on Aging Related Statistics, 2006) . Over the same period, women's labor force participation rates rose from 29% to 40% at ages 62 to 64 and from 14% to 24% at ages 65 to 69.
Several surveys have also suggested that boomers intend to work into old age. For example, 68% of older workers in one recent poll said they intended to work in retirement (AARP, 2003) . Another AARP poll found that 38% of older workers want to phase gradually into retirement instead of leaving the labor force altogether (AARP, 2005) . A recent MetLife survey found that boomers are increasingly concerned about their ability to afford an early retirement (MetLife Mature Market Institute, 2005) .
A closer examination of retirement expectations for the leading edge of the baby boom cohort and the factors influencing those expectations may shed some light on how quickly the generation will exit the labor force.
METHODS
This study compared the retirement expectations of workers aged 51 to 56 born between 1948 and 1953 (early boomers) to those of workers in the same age group born 12 years earlier, between 1936 and 1941 (the prewar generation). Expectations appear to be reliable predictors of actual retirement behavior (Dominitz, 1996) . We first compared retirement expectations and demographic and economic characteristics for each generation. Then we modeled expectations for both generations to examine the key factors influencing anticipated labor force exits. Finally, we used the estimated regression coefficients and differences in characteristics to identify the forces that appear to drive generational differences in retirement expectations.
Data
Our data came from the HRS, a national survey of Americans aged 51 and older conducted by the University of Michigan's Survey Research Center for the National Institute on Aging. The survey collects detailed information on retirement expectations, health status, employment, income, assets, employee benefits, and other topics. It oversampled African Americans and Hispanics but includes sample weights so that estimates represent the underlying national population. Our sample consisted of all respondents aged 51 to 56 working for pay in 1992 (from the prewar generation) and all workers in the same age group in 2004 (from the early boomers). In addition to those working for others, we included the self-employed, who make up a significant proportion of the workforce, particularly at older ages. After we dropped 52 observations with missing values, our sample included 3,963 workers in 1992; after we dropped 362 such observations, our sample included 2,145 workers in 2004.
We used the self-reported probability of working full time past typical retirement ages as our measure of retirement expectations. The survey asked respondents working for pay the following question: ''Thinking about work generally and not just your present job, what do you think are the chances that you will be working full-time after you reach age 62?'' The survey asked the same question about work past age 65. The survey also asked respondents when they expected to ''retire,'' but we did not use this measure because the question changed over time and many respondents did not answer.
Conceptual Framework and Model Specification
We used ordinary least squares to model the subjective probabilities of working full time past ages 62 and 65. We grounded our analysis in a conceptual framework that assumed that rational workers weigh the costs and benefits of continued employment when making retirement decisions. Consistent with other economics models, we hypothesized that factors that increase work benefits would lead to later retirements, whereas factors that raise work costs would lead to earlier retirements (Quinn, Burkhauser, & Myers 1990) . Model regressors that tend to reduce the benefits of working at older ages or raise costs (and hence lower the chances of working past normal retirement ages) included DB pension coverage, retiree health benefit offers, poor health, household income net of own earnings, and household wealth. As noted earlier, DB pensions generally penalize work because workers forfeit benefits if they delay retirement past the plan's retirement age. Retiree health benefits reduce retirement costs that stem from the loss of employer health benefits, encouraging people to retire early. Poor health typically promotes retirement by making work more difficult and reducing workers' earnings potential (Bound, Schoenbaum, Stinebricker, & Waidmann, 1998; McGarry, 2004) . Wealthy workers and those who derive income from sources other than employment face relatively low retirement costs, all else being equal, because they can better maintain preretirement consumption levels than people with fewer financial resources.
Factors in the model that increase work returns or reduce work costs included DC pension coverage, employer-sponsored health insurance coverage, earnings, self-employment, education, and the self-reported probability of surviving to age 75. The cost of working is generally lower for self-employed workers, who typically enjoy more workplace flexibility than wage and salary workers. Well-educated workers typically face fewer physical job demands and more job flexibility than those with less education. High survival probabilities indicate good health and a relatively long period over which retirement wealth must be spread, increasing the cost of retiring early. The models also controlled for gender, marital status, race and ethnicity, and foreign birth.
Although most measures in our model were consistent over time, work limitations and retiree health insurance questions differed in 1992 and 2004. We measured poor health status by the presence of a health problem that limited work ability. In 2004, for the first time, the survey did not ask respondents who reported work limitations in the previous interview whether they continued to experience problems. We assumed that work limitations reported in 2002 continued into 2004. Because work limitations sometimes disappear, our assumption may have overstated the prevalence of 2004 work limitations (although only 25% of our 2004 sample of workers aged 51 to 56 were interviewed in 2002). The retiree health insurance question also changed. In 1992, the HRS asked respondents whether their employers had ''any health insurance plan available to retirees'' and whether the plan could cover spouses. In 1996 and later years, it asked whether respondents could continue their employer insurance coverage up to age 65 if they left the employer at the time of the interview, and whether spouses could be covered. The wording change could have affected estimated trends.
We expressed all financial amounts in constant 2004 dollars, adjusted by the change in the consumer price index. Household wealth consisted of financial assets (including DC and individual retirement account balances), home equity, and other real assets. We accounted for differences in family size by dividing married respondents' household wealth and household income net of own earnings by 1.62, the midpoint of the range of household equivalence scales recommended by the National Academy of Science (Citro & Michael, 1995) .
The final stage of the analysis used the regression coefficients and changes in characteristics between 1992 and 2004 to identify the major factors explaining the trend in retirement expectations. Following Oaxaca (1973) , we expressed the difference between the two birth cohorts in the self-reported probability of working past the typical retirement age as follows:
where X i is the vector of mean explanatory variables for year i (i¼ 1992, 2004 ) and b i is the vector of regression coefficients for year i. The first term in Equations 1 and 2 represents the portion of the difference in the self-reported probability that can be attributed to differences in observed characteristics between the cohorts, and the second term represents the unexplained portion of the difference. We focused on the first term to identify the major demographic and economic trends that explained changes in expectations. Because the portion of the generational gap accounted for by changes over time in particular characteristics may vary depending on whether prewar generation coefficients or early boomer coefficients are used, we report results for both equations. We used weighted values for the demographic and economic characteristics and coefficients from weighted regressions so that our results generalize to the population of older American workers. Table 1 reports demographic and economic characteristics for workers aged 51 to 56 in 1992 and 2004. The comparisons revealed rapid changes in the older workforce over the 12-year period. Perhaps most striking was the sharp increase in educational attainment. For example, 37% of early boomers had graduated from college, compared with only 22% of the prewar generation. Whereas about 22% of the prewar generation had failed to complete high school, all but 10% of early boomers had obtained their high school degrees.
RESULTS
Generational differences also reflected increases in women's labor force participation and declines in marriage. Women made up about 50% of workers aged 51 to 56 in 2004 but only 46% in 1992. From 1992 to 2004, the share married declined from about 75% to 71%. Although the share of immigrants and Hispanics in the population increased during the 1990s (U.S. Census Bureau, 2001a Bureau, , 2001b , these trends were not apparent in the older workforce.
Traditional employer-sponsored pension plans and retiree health benefits declined substantially over the period. Between 1992 and 2004, the share of workers aged 51 to 56 with DB pension coverage on the current job fell from about 40% to 31%, while the share with DC plan coverage increased from about 34% to 46%. The portion of workers in their early and mid 50s with no pension coverage on the current job fell by about 3 percentage points over the period, to 39%. Although the prevalence of health insurance coverage on the job was similar for each generation, only about 39% of employed early boomers reported that their employers offered health benefits to retirees, down from about 56% for the prewar generation.
The prevalence of work limitations among older workers did not fall over the period. interviewed in 2002) ; the difference was not statistically significant. Consistent with the lack of improvement in work limitations, the self-reported probability of surviving to age 75 did not change significantly over time. The persistence of health problems may have been related to rising diabetes and obesity rates among older Americans (Centers for Disease Control and Prevention, 2005, 2006) .
The early boomers reported more financial resources than the prewar generation. Between 1992 and 2004 mean real earnings increased from about $43,000 to $57,000, mean real other household income increased from about $24,000 to $32,000, and mean real household wealth increased from $204,000 to $284,000. Much of these gains, however, were concentrated near the top of the distribution, as median resources increased more slowly. Median real earnings grew from $33,000 to $41,000, median real other income grew from $15,000 to $18,000, and median real wealth grew from $97,000 to $119,000. Table 2 shows mean self-reported probabilities of working full time past age 62-the first year people can start receiving Social Security retired worker benefits-for workers aged 51 to 56 in 1992 and 2004. Work expectations increased significantly over the period, with early boomers reporting a 51% chance of fulltime work after age 62, compared with 47% for the prewar generation. Except for Hispanics, immigrants, and those who did not complete high school, the probability of working past age 62 increased for all groups we examined, although the differences were not always statistically significant. The increase was especially striking for workers with DC plans, for whom work probabilities rose from 45% in 1992 to 52% in 2004.
Workers facing relatively high retirement costs or high returns to work generally reported higher work expectations. For example, mean work probabilities were especially high among college graduates, workers who expressed confidence in surviving to age 75, workers without access to retiree health benefits, and the selfemployed. The mean probability of remaining at work full time beyond age 62 reached 59% in 2004 for self-employed workers aged 51 to 56. Conversely, workers who faced difficult employment conditions, who did not gain much by remaining at work, or who could retire without lowering their living standards were less likely to expect to remain employed at older ages. These workers included those with DB pension coverage, those with work limitations, and those in the top third of the household wealth distribution. Additionally, men, single adults, and Whites reported higher work expectations than women, married adults, and African Americans. Notes: Household wealth consists of financial assets (including defined contribution and Individual Retirement Account balances), home equity, and other real assets. Other household income includes spouse earnings, capital income, pensions, and government transfers. To account for differences in family size, we divided married respondents' household wealth and other income by 1.62. Estimates are weighted to account for the Health and Retirement Study sampling probabilities.
Asterisks indicate significant differences between the given value and the value in the first row for the group (*p , .10; **p , .05; ***p , .01).
Dagger indicates significant difference ( p , .05) in the mean value for the given group between 1992 and 2004. Notes: Household wealth consists of financial assets (including defined contribution and Individual Retirement Account balances), home equity, and other real assets. Other household income includes spouse earnings, capital income, pensions, and government transfers. To account for differences in family size, we divided married respondents' household wealth and other income by 1.62. Estimates are weighted to account for the Health and Retirement Study sampling probabilities.
Dagger indicates significant difference ( p , .05) in the mean value for the given group between 1992 and 2004. Table 3 compares mean self-reported probabilities of working full time past age 65 for workers aged 51 to 56 in 1992 and 2004. The mean probability rose about 6 percentage points over the period, from about 27% to about 33%, nearly double the increase in the mean probability of working full time past age 62. In relative terms, work expectations after age 65 were about 23% higher for the early boomers than for the prewar generation. Except for foreign-born adults, work expectations increased for all of the groups we examined, and the increases were statistically significant for all groups except Hispanics, those without pension coverage or employer retiree health benefits, and the self-employed. Table 4 shows coefficients and standard errors from weighted ordinary least squares regressions of the self-reported probability of working full time past age 62 in 1992 and 2004. The findings generally confirmed our hypothesis that older workers were more likely to remain employed as both the benefits of working and the costs of retiring increased. For example, workers with DB pension coverage, who typically lose pension wealth if they delay retirement, were about 8 percentage points less likely to expect to remain employed after age 62 than other workers, holding other factors constant. Work expectations in 2004 were about 11 percentage points higher for the selfemployed, who generally enjoy flexible workplaces, than for wage and salary workers. Wealth, income, and the availability of employer-sponsored retiree health benefits, all of which make retirement more affordable, lowered work expectations. Earnings and the availability of employer health benefits while working, which raise the gains from work, increased employment expectations at older ages in 2004. People with work limitations were significantly less likely to expect to remain employed than people in better health, whereas workers who expected to survive past age 75 were more likely to remain employed than those with lower self-assessed survival probabilities. Women, married adults, and African Americans were significantly less likely to expect to work past age 62 than men, single adults, and Whites.
Consistent with previous expectations studies, we found that disproportionate numbers of respondents reported a 0%, 50%, or 100% chance of working past ages 62 and 65 (Gan, Hurd, & McFadden, 2005) . For example, in 2004, 28% reported that there was no chance that they would work past age 65. To examine whether these focal responses influenced our results, we also estimated regressions in which the dependent variables were indicators of any chance of working past ages 62 and 65 and more than a 50% chance of working past those ages. The results were similar to those reported in Table 4 . Table 5 reports results from weighted ordinary least squares regressions of the self-reported probability of working past age 65 in 1992 and 2004. The estimates were quite similar to those reported in Table 4 for the probability of working past age 62. Self-employment exerted an even larger impact on the expectation of working past age 65 than age 62, increasing the probability by about 13 percentage points. However, employer health insurance coverage for workers did not significantly increase work expectations after age 65, probably because Medicare benefits begin at 65. Earnings were also insignificant predictors of work expectations past age 65. Lower rates of retiree health insurance offers from employers, higher levels of educational attainment, and lower rates of DB pension coverage accounted for most of the increase between 1992 and 2004 in self-reported work probabilities after ages 62 and 65 (see Table 6 ). The decline in retiree health benefits accounted for between 30% and 47% of the rise in work expectations after age 62 and between 9% and 20% of the rise in work expectations after age 65 (depending on whether we used coefficients from the 1992 or 2004 regressions). Between 28% and 33% of the increase in the self-reported probability of working past age 62 could be explained by the increase in college graduation rates among boomers and the decline in high school dropout rates, as could between 13% and 22% of the increase in the self-reported probability of working past 65. The shift away from DB pension plans explained about one fifth of the increase in self-reported work probabilities after age 62 and about one eighth of the increase after age 65. These three factors combined explained between 81% and 100% of the increase in self-reported work probabilities after age 62 and between 35% and 55% of the increase after age 65. Other factors had much smaller effects. For example, the decline in marriage rates explained no more than 8% of the rise in work expectations. The trend toward higher income and wealth and the movement of women into the labor force reduced expected employment at older ages below the levels that would have prevailed if income, wealth, and women's labor force participation had remained at their 1992 levels.
DISCUSSION
Our results show that early boomers expect to work longer than people born 12 years earlier. The mean probability of working full time beyond age 65 reached 33% for workers aged 51 to 56 in 2004, up from 27% for workers in the same age range in 1992. But will early boomers in fact delay retirement, and will the trend continue for later boomers? The answer likely depends, in part, on whether the recent trend in work characteristics and demographics continues.
The erosion of employer retiree health benefits, which explains as much as half of the increase in work expectations, will likely persist. Although the decline in retiree health insurance offers occurred mostly in the late 1980s and early 1990s as new accounting regulations took hold, rising health care costs will likely lead to further coverage declines (Government Accountability Office, 2001). Between 2003 and 2004, for example, the cost to large employers of providing retiree health insurance increased by 13% (McArdle, Atchison, Yamamoto, Kitchman, & Neuman, 2004) . The aging of the workforce will further pressure employers who provide retiree health insurance. Unlike rules governing DB pension plans, federal law does not force employers to set aside funds for future retiree health benefits or prevent them from cutting promised benefits. Even if coverage rates do not decline further, employers are likely to shift costs to retirees. In 2005, 85% of large employers offering retiree health benefits said they were likely to increase retiree contributions in the coming year, and 18% said were likely to make retirees pay the entire premium (McArdle et al., 2004) .
The trend away from DB pensions, which explains as much as 23% of the increase in work expectations, shows no signs of abating. For example, Watson Wyatt (2006) found that many employers terminated or froze their DB pension plans between 2004 and 2006, and 15% of employers surveyed by Hewitt Associates (2006) reported that they were likely to close their plans to new employees in 2006.
Additionally, a recent court decision and federal legislation will likely encourage employers to convert their traditional DB pension plans to cash balance plans that do not generally penalize work at older ages. Employers offering cash balance plans, which combine elements of DC and traditional DB plans, regularly set aside a given percentage of salary for each employee and credit interest on these contributions. Unlike traditional DB plans, cash balance plans are work neutral because additional plan contributions increase workers' account balances. Although many employers switched to cash balance plans during the 1990s, recent legal challenges put future conversions on hold. In August 2006, however, the Seventh Circuit Court of Appeals ruled that cash balance plans do not violate age discrimination rules, and President George W. Bush signed the Pension Protection Act of 2006, declaring that cash balance plans are not age discriminatory.
Demographic trends that encourage work at older ages are also likely to continue. The share of young adults with college degrees reached an all time high in 2003 but declined in the late 1970s and early 1980s before increasing in the 1990s (U.S. Census Bureau, 2004). As a result, the share of workers approaching retirement with a college education will likely stagnate over the coming decade but then rise in later years. Declining marriage rates will likely raise for the foreseeable future the share of workers approaching retirement who are single (Smith & Toder, 2005) . The movement of women into the labor force, which reduced work expectations between 1992 and 2004, is likely to slow in the future. Between 1984 and 2004 , labor force participation rates for women aged 45 to 54 increased from 62% to 77%, but they will increase to only 78% by 2014, according to Bureau of Labor Statistics projections (Toosi, 2005) . However, rising real incomes and wealth will somewhat reduce employment at older ages.
Taken together, these trends and our HRS analysis suggest that the boomers will remain at work longer than the previous generation. The recent uptick in average retirement ages appears to be the leading edge of a new long-term trend. Lengthier careers will likely promote economic growth, increase government revenue, and improve individual financial security at older ages.
